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PART I

ITE~I 1. BL'SINESS

Overview

Sinclair Broadcast Group, Inc. owns and operates three Fox-affiliated independent UHF television stations:
WBFF-TV in Baltimore. Maryland ("WBFF"); WPGH-TV in Pittsburgh ("WPGH"), Pennsylvania; and WlTE-TV
in Columbus. Ohio ("WTIE"). WBFF and WPGH are the leading revenue producing independents in meU'
respective markets. W1TE is the sole independent in the Columbus market. Each of the stations broadcasts in one
of the 35 largest media markets in the counay. The Company's three markets are characterized by favorable
demographics and strong local economies.

In September 1993. Commercial Radio Institute. Inc. ("CRl"). a then wholly owned subsidiary of the
Company. was liquidated into the Company. The Company had acquired all of me issued and outstanding stock of
CRl in December 1986. At the time of the merger of CRl into the Company, CRl owned no material assets other
than all of the issued and outstanding capital stock of the operating subsidiaries of the Company. The merger was
accomplished to simplify the corporate structure of the Company.

Receat Developmeats

In August 1993. the Company, throu&h its wholly-owned subsidiaies (the "Subsidiaries"), and ABRY
Communications, L.P. ("ABRY"). du'ougb related pll1nerships and business entities, including BBM Panners, L.P.,
entered into asset purchase acree_nts for the Company's acquisition of WCGV-TV in Milwaukee, Wisconsin
("WCGV") and WlTO-TV in Birmin&ham, Alabama ("W1TO") for an agrepIe purchase price of approximately
S60 million, subject to certain closina conditions and purchase price adjustments. WCGV is one of three
independents in the Milwaukee market, the 2.ml.... media mll'ket in the counay. W1TO is the leadinl revenue
producing independent in the BinDinabam mll'ket, the 49th IlIIest media market in the country. WCGV and
wrro are each affiliated with the Fox network. With respect to the proposed acquisition of WCGV. the Company
intends to acquire substantiaJly all of the useu owned by WCGV for a pun:hue price of approximately S30.5
million. The assets intended to be ICquired include the Federal CommuniCllioas Commission ("FCC") license, the
transmitter and other teehnicaJ ecpIipment, caJl letters, 1I'IdemIrks. ftlmiture, (1XtUI'eS, equipment, programming
contracts and real property. With rapec:t to the proposed ICquisition of W'ITO, the Compay intends to acquire
substantially all of the assets owned by wrro for a purchase price of appruximllely $29.S miUion. The assets
intended to be acquired include dae FCC license. the transmitter and otber technicaJ equipment, call letters.
trademarks, furniture. fixtures, equipment, prolflll\ming contracts and real propeny, inclUding transmitter and
tower sites.

In addition. the Com,.y IIld ABR"( entered into ~ ~cnt_~~. d!c~-~Y- • .., C~mpan)' ~m.
WVTV-TV in Milwaukee ("WVTV-rofpropiiiimift,-c:~adV~ subiCnPlioftisfs;prodiafonequipment (
and certain other ISletS (excludilll the FCC license, transmitter, technical equipment, call leam and trademarks.
and certain funiture, fixtures and equipment) for approximately $21 million. In addition, the Company has agreed
with ABRY to purchase for lpprO_ltely $37 million all equity interests in WN\JV;;rv in Baltimore ("WNt.JV")
(subsequent to the transfer by WNUV of its FCC license. transmitter. tlChnicaJequipment, caU letters and
trademarks and certain adler ......). whose aueIS at the time of purchue wiD ~ist substantially of programming
contracts, advertiser subscripdoa IiI&s Iftd production equipment The pun:bues are subject to certain closing
conditions and purchue price adp.n..II. In compliance wilb FCC replllioas, the Compllly bas not sought to
acquire the FCC licenses of WVTV and WNW because the Company aIItady holds '" FCC license for the
BaJtimore market and has a pendinl application for an FCC license in the Milwlukee market.



Cpon completion of the transactIOns \~Ith WeGV'. Wno. 'WVTV and W~\LV I the 'Proposed
Acquisitions"). the Company will pay approxImately S56 million to certain principals and affiliates of ABRY
pursuant to a three-year covenant not to compete and consulting agreements in the ~ilwaukee. Birmmgham.
Baltimore, PittSburgh and Columbus markets.

Consummation of each of the Proposed Acquisitions is subject to the receipt of sufficient financing and
certain closing conditions. including the closing of each of the other Proposed Acquisitions. FCC consent for the
Proposed Acquisitions is required and is a precondition to closing. Applications with the FCC were tiled by the
Company in August 1993 seeking approval of the Proposed Acquisitions. and the Company estimates that the FCC
will rule on the Proposed Acquisitions during the second quarter of 1994. If the FCC grants its consent to these
transactions. members of the general public have approximately 30 days from the day upon which public notice of
the FCC's consent to these transactions is granted to petition the FCC to reconsider, review or stay the FCC consent
to any of these transactions. The FCC has approximately an additional 10 days to set aside on its own motion the
consent to any of these transactions. Thus, assuming that no action is taken to reconsider or review the FCC
consent, the FCC consent to these transactions becomes fmal approximately 40 days from the date on which the
FCC issues its public notice retlecting the grant of the consent. Whether or not FCC consent has been obtained, any
party to the purchase agreements may terminate such agreements after June 30, 1994.

ABRY has also entered into purchase agreements to sell the FCC license. transmitter, technical equipment.
call letters and trademarks, and certain furniture, fixtures and equipment of WVTV to Glencaim, Ltd. ("Glencaim")
simultaneously with the closing of the Proposed Acquisitions (the "Glencaim Acquisition"). If FCC consent to the
Glencaim Acquisitions as proposed in the current FCC application is obtained, the Company expects to enter into a
Program Service Agreement ("PSA") with Glencaim with respect to WVTV, whereby the Company, in exchange
for an hourly fee, will obtain the right to program and sell advertising on substantially all of the station's inventory
of broadcast time. Nevertheless, Glencaim will have full control and responsibility for the operations of die stIIion,
including control over aU prosramrning broadcast on the station, through the acquisition of the FCC license of
WVTV. Glencaim is a corpention in which a majority of the voting capital stock is owned by Carolyn C. Smith,
the mother of the current stockholders of the Compmy: David D. Smith, Frederick G. Smith, J. Duncan Smith and
Robert D. Smith (the "CUJTeIlt Stockholders"). Edwin L. Edwards, Sr., a fonner station mmaaer with the Company,
is the president and chiefoperating officer ofGlencaim and the other voting stockholder of the corporation.

In December 1993. the Company issued 5200 million principal amount of its loe/, Senior Subordinated
Notes due 2003 (the "Senior Subordinated Notes"), under the tenns of whicb the Compay held in escrow $100
million of the proceeds pendiD. consummation oftbe Proposed Acquisitions. In Martb 1994, ABRY and Glencaim
mutually requested the FCC to withdraw their application to assign the license for WNW to Olencairn. Punuant to
the tenns of the Indenture under which the Senior SubordiJwed Notes were issued, the Compmy is required to
redeem at par $100 million principal amount of the Senior Subordinated Notes from the proceeds held in escrow.
The redemption is scheduled to occur on March 30, 1994. If the Company consummates the Proposed Acquisitions,
it anticipates fmancing the ttansaetions through banks or other third party lenders.
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The CompaD~'" Tele"'isioD StatioDs

The following table sets forth general information for each of the Company's stations as of 'o\ember
1993.

.-\pprol(. Total
Approl(. \-farkel CommercIal

\1arkel Channell \farket Television '-farkel Stations Explralion Date

~ ~ freQuency Popy1llign HQUJchQld &tai in \fad;eUa! gfLjcCDU

WBFF .. BaltimoR 4SI1...'HF 2.556.300 977.100 22 5 October I. J996
WPGH... Pinsburp S31lJHF 2.&47.500 1.167.100 17 S August l. I C}q4

l WTTE .. Columbus 2S1t:HF 1.&40.500 718.700 34 .. October I. IC}q7

(a) Total number ofcommercial broldcast television 5wions licensed in the media market delivering at least './0 ofd1e 6.00 a.m to 200 a.m. Sunda~ [0

Saturday audience.

During 1993, WBFF, WPGH and WITE generated 33.1%, 36.2.% and 30.7%, respectively, of the
Company's net broadcast revenues.

WBFF: Baltimo,e, Maryland

\.VBFF operates in the 22nd largest media market in the country, with over 970,000 television households
and a population of approximately 2.5 million. The average household effective buying income in the Baltimore
metropolitan area was $43,272 as of November 1993. Because of its large and diverse population, as well as its
proximity to Washington, D.C., the seventh ranked media market in the country, Baltimore is attractive to
advertisers. It is home to a large number of state and federal employees, and has significant concentritions of
business in the education, health care and defense industries.

[n June 1991, WBFF instituted local news programming in the Baltimore market. This local news
programming, "The News at Ten," airs daily at 10:00 p.m., seven days a week. with news updates during regular
programming hours. The program premiered in the July 1991 Nielsen ratings with a five household share and has
since grown to a nine household share as of November 1993.

WBFF is the leading station in children's prognmmin, in Baltimore. WBFF has pioneered the concept of
a "Kids Club" which the Compmty believes is directly responsible for generating additional rabnP and promotional
opportunities for the station. The station currently has over 100,000 members as part of its Kids Club.

The Company may be required to divest its broadcast license for WBFF if an affiliate of the Company is
granted a broadcast authority for a competing station punuant to a pending application at the FCC. This divestiture
mayor may not have a material adverse effect on the Company's ability to service its debt obligations. Due to the
uncertainty of the outcome of the pending application and the anticipated length of time necessary for the FCC to
role upon the affiliate's application and the competing application, the Company cannot predict how the divestiture.
if required, will be accomplished. t

WPGH: Pitts"."", PtllllU)'lWlllUI

WPGH operates in the 17th lartest media market in the country, with over 1.1 million television
households and a popullbon of approximlcely 2.8 million. The average effective household buyinl income was
536,966 in November 1993. The PittsburJh ecoaomy, once depeadent on beavy manufacturill,. has sbifted toward
a diverse high technolOl)' bue. Ovenll. 1'% of PituburJh's work force is employed in non-manufacturing
indusaies. Pittsburgh is known as one of the leading medical centers in the country. Pittsburgh is home to many
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Fortune ~OO corpor3tlOns. including lSX CO'1'oration. Westmghouse E1c~ctrlc Corporation. :\Iummum Compan: of
,.1,.merica (Alcoal. PPG IndustrIes. Inc. and H.J. Heinz Company

\VPGH is the leading children's programmer in the Pittsburgh market. The station's Fox 53 Kids Club
currently has approximately 125.000 members. As part of its Kids Club. 'N"PGH produces local inserts, enlltled
"Club AM." in its morning block of children's programming.

WTTE: Columbus, Ohio

WTrE operates in the 34th largest media market in the country, with over 718,000 television households
and a population of approximately 1.8 million. The metropolitan area had an average household effective buying
income of $38.929 in November 1993. Columbus is Ohio's state capital and home to such Fonune 500 companies
as Nationwide Mutual Insurance Company. Wendy's International. Inc.• The Limited. Inc. and BancOne
Corporation. The media market is characterized by a relatively young population. including 60,000 students at Ohio
State University. Columbus has a diversified economy, supported by industries such as education,
telecommunications, insurance and retailing, and has recently opened the Greater Columbus Convention Center.

As the sole commercial independent in the Columbus market, WITE enjoys a wide range of programming
pOSSibilities which are available at attractive prices. Because competition is limited to the major network affiliates,
the station is better able to utilize counter-programming to its competitive advantage.

WTrE is the leading children's programmer in the Columbus market. WTI'E's Kids Club membersbip has
approximately 125,000 members, representing 40% of the children in the market. .

OperatiDI Strategy

The Company's operating strategy is: (i) to increase viewership and advertisinl revenues through the
acquisition of quality programming, the use of counter-programmin. and children's pt'OII'II1UI1in., the introduction
and development of hour-Ioftllocal news at 10:00 p.m., and extensive commllDity involvement by its stations; (ii)
to aggressively control Operatinl and programming cosu; and (iii) to acquire additional broadcasting properties
which otter attractive growth opportunities.

The Company believes thll an important factor in inc:reasinl the viewership of its stations is their
affiliations with Fox. These atfiliadoas enable the Company to CIpQU'e additional viewers by vinue of the quality
first-run original programmin. provided by the fox network and Fox's promOCioD of such pI'OIrIIDIIling. The
Company also seeks to obtain quality syndicated procnmming at alttlCtive pric:a,

By employing a disciplined lpPI'Oach to manaainl Programminl and ocher expenses the Company has been
able to achieve hilb operatinc marJins. The Company has and believes th. it will continue to acquire quality
programming at prices consistent wid! opentinl revenues lenerated by the propamming. As an owner or operator
of multiple stations in the top 50 media markets. the Company believes that it is able to negotiate favorable tenns
for the acquisition of propamminl. Moreover. each station emphasizes control of its programminl and operating I
cosu through program specific profit analysis, detailed budaeting, tilbt control over staffmg levels and expense
analysis.

In addition to the stltions inc:ludecl in the Proposed Acquisitions, !be Company seeks to identify and
acquire under-perfonninltelevision stations in laraer mid-size markets (principllly the lOCh throup the 50th IlI'Jest
advertising markets). The Company believes that stations located in the I.... mid-s. markets offer the best
opponunity to achieve pow1II in market shire and broadcast advertisin. reven.... Additional fIeton considered by
the Company in a potentialacquisitiOll include 'eoanPhic location, demolf'lPbK profile lad competitive dynamics
of the market. The Company has considered these factors in determinq whether to enter into the Proposed
Acquisitions. Other than the stations included in the Proposed Acquisitions, die Company has no commianents,
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understandings or agreements to acquire any broadcast property. There can be no assurance that the Company "'lil
consummate the Proposed Acquisitions or that It will be able to identlfy and acquIre additional broadcast propertIes

Fox AffiUatioD

Each of the Company's current stations. as well as che two stations proposed to be acquired. WCGV and
WTTO. are affiliated with Fox pursuant to the affiliation agreements described below. The Fox television network
commenced operations in October 1986. During this period. Fox has developed a network of approximately 146
affiliates and Fox programming is currently available in more chan 92% of the television households in the United
States. The amount of programming provided by Fox to its affiliates has increased from a total of five hours on two
nights per week in July 1987 to 20 hours on seven nights per week (including IS hours of prime time programming)
currently. Fox programming is intended to appeal primarily to a target audience of 18 to 49 year old adults.

The Fox affiliation agreements with respect to WBFF, WPGH and WTTE currently run until October 1998
and may be extended by Fox thereafter. Pursuant to such agreements. Fox provides the Company's stations with
programming in return for the stations broadcasting Fox-insened commercials in such programming. The stations
also retain the right to include a limited amount of commercials during Fox programming and receive additional
compensation based on certain performance and other criteria. These agreements are, however, subject to
termination by Fox in certain circumstances including, among others: (i) if within any 12-month period a station
makes or will make three or more unauthorized preemptions of Fox programming, Fox may terminate upon 30 days' .
prior written notice; (ii) in the event there is a material change in a station's operations making the affiliation less
valuable to Fox. Fox may tenninate upon 30 days' prior written notice; (iii) if a station refuses to broadcast certain
Fox programming, Folt may terminate upon six months' prior notice; and (iv) if FOlt or any affiliated entity of Fox
acquires another station within a station's market. Fox may terminate upon 60 days' prior notice. The Compllny
believes that Fox has tenninated relatively few of its contracts with other Fox affiliates during the last five years.

Two groups of media companies recently announced their intentions to establish separate affiliations of
independent television stations similar to the Fox network. The Company cannot predict at this time the impact of
the development of such networks upon the broadcast television industry, the Fox netWork or the Company's
business.

ProgrammiDI

Broadcast television stations compete with ocher television stations in their markets for the acquisitiOD of
Prognmminl. Generally. cable systems do not compete with local stIliOlll for pt'OII'IIIUIlinc. but various national
cable networks do ti'om time to time acquire propanunin. thar could have been offered to local television stations.
Public broadcasting stations pnenlly compete with commercial broadcasten for viewen but not for advertising
dollars. Historically, the cost of proaramminl had increased because of an increase in the number of new
independent swions and a shortlle of quality proaramminl. However, over the past five years, program prices
have stabilized and, in some inltlnces, have declined as a result of recent increases in the supply of programming
and the failure ofsome independent stations.

Competitioa

The Company's television stations compete for audience sa.. and advertising revenue with other
television stations in their respective maers. as well as with ocher advertisinl media, such as newspapen, radio,
mquines, outdoor advertisiftl, trIIISit advertisilla. yellow pip din=ctoria. direct mail and local cable systems.
Some competiton are part of 11rI" orpnizalions with substantially greater fmancial, technical and other resources
than the Company.
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Competition In the broadcasting Industry occurs pnmanly '" Indi.idual markets. GenerJil~. J :e!e\ IS10n

broadcasting station in one market does not compete with stations in other market areas. The Compan~ 's teb ISlon
stations are located in highly competitive markets. In addition. the Baltimore market is overlapped by both 0\ era
the-air and cable carriage of Washington. D.C. stations which tends to spread viewership and ad,ertlsmg
expenditures over a larger number of broadcast stations.

Stations compete for audience share primarily on the basis of program popularity, which has a direct etTect
on advertising rates. A majority of the Company's prime time programming is supplied by Fox. [n those periods.
the stations are totally dependent upon the perfonnance of the Fox programs in attracting viewers, ~on·network

time periods are programmed by the station primarily with syndicated programs purchased for cash. cash and barter.
or barter-only. and also through self-produced news. public affairs and other entertainment programming.

Advertising rates are based upon the size of the market in which the station operates, a program's
popularity among the viewers that an advertiser wishes to artraet. the number of advertisers competing for the
available time, demographic makeup of the market served by the station. the availability of alternative advertising
media in the market area. aggressive and knowledgeable sales forces and development of projects. features and
programs that tie advertiser messages to programming. The Company believes that its focus on larger mid-sized
markets. its focus on the 18-49 demographic and the strength of its children's programming allows it to compete
effectively for advertising within its markets.

Other sources of competition for audience include home entertainment systems (including video cassette
recorder and playback systems. videodiscs and television game devices). multipoint distribution systems.
multichannel multipoint distribution systems, wireless cable, satellite master antenna television systems and some
low-power. in-home satellite services. The Company's television stations also may face future competition trom
high-powered direct broadcast satellite services which could transmit prolJ'l.llUDing directly to homes equipped with
special receiving anteMas or to cable celevision systems for tnnsmission to their subscribers.

The Company also competes for pr0ll'ltnDlinl which involves nelotiating with national prosram
distributors or syndicators which sell ftnt-nm and rerun packaaes of propamming. The Company's sWions
compete for exclusive access to those proarams apinst in-market broadcast station competitors for syndicated
products. Cable systems generally do not compete with local stations for propamming. althOUgh various national
cable networks from time to time have acquired programs that would have otherwise been offered to local television
stations.

Further advances in technolol)' may increase competition for household audiences and advertisers. Video
compression techniques. now under development for UIe widl current cable channels or direct broadcast satellites
(scheduled to commence operation in 1994). are expectld to reduce the bandwidth required for celevision sipal
transmission. These compression techniques. as well as other technololical developments, are applicable to all
video delivery systems, including over-the-air broadcutina. and have the potential to provide vastly expanded
proaramming to hiply tarleted audiences. Reduction in the cost of crntin& additional channel capacity could
lower entry barriers for new channels and encourqe the development of increasingly specialized "niche"
proJ1'1lll\mina. This ability to reach very defmed audiences may alter the competitive dynamics for advertising •
expenditures. The Company is unable to predict the effect that technological changes will have on the broadcast
television industry or the future results of the Company's operI1ions.

The Company believes it competes favorably apinst other stations because of its management skill and
experience. the ability of the Company to generate revenue share greater dl. its audience share. the Fox network
affiliation and its local pl'OJl'lt1l acceptance. In addition, tbe Compuy believes that it benefits from the operation of
more than one broadcast property. affording it certaiD non-quantifiable economies of scale and competitive
advantages in the purchase of propammina.
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Employees

As of December 31. 1993. the Company had approximately 115 full-time employees and ~4 part.time
employees. With the exception of the employees of 'W'PGH. none of the employees are represented by labor unions
under any collective bargaining agreement. No significant labor problems have been experienced by the Company.
and the Company considers its overall labor relations to be good.

Licensing and Regulation

The following is a brief summary of cenain provisions of the Communications Act and of specific FCC
regulations and policies. Reference should be made to the Communications Act, FCC rules. and the public notices
and rulings of the FCC for further infonnation concerning the nature and extent of the federal regulation of
broadcast stations.

All television broadcasting is subject to the jurisdiction of the FCC pursuant to the Communications Act.
The FCC is empowered to; (i) issue. renew. revoke. and modify broadcast licenses; (ii) prescribe qualifications for
holding broadcast licenses: (iii) regulate the broadcast frequency. operating power, and location of, and the
transmitting equipment used by stations; (iv) adopt rules and regulations necessary to carry out the provisions of the
Communications Act; and (v) impose cenain penalties for violations of the Communications Act and of the FCC
regulations. Such regulations affect many aspects of the day-to-day operations of television stations.

Usually, television swion licenses are granted for a maximum allowable period of five years and are
renewable thereafter for additional five year periods. The FCC may revoke licenses for serious violation of its
regulations. Petitions to deny renewal of a license or competinl applications may be filed for the frequency used by
the renewal applicants on or before the fU'St day of the last month of a license tenn. Generally, however, in the
absence of serious violations of FCC rules or policies and upon a showing that the station has dealt silJlific:antly
with important issues concerning its community of license. the license renewal is expected in the ordinary course.
All three of the Company's stations are presently operatinl under regular five-year licenses, which expire on August
I, 1994 (WPGH), October I, 1996 (WBFF) and October I, 1997 (WTI'E).

No broadcast licensee can wilJl or transfer control of the license without the prior approval of the FCC.
Under the Communications Act, (i) no license may be held by a corponrion of which any officer or director is an
alien or of which more than 20% of the capital stoc:k is owned of record., voted. or subject to control by aliens, and
(ii) no corporation may control anodler corporation holdine broadcast lic:enses if any officen or more than 2S% of
the directors of such parent cOfl'Ol'llion are aliens, or more than 2S% oftbe capital stock of such parent corporation
is owned of record, voted, or subject to control by aliens unless the FCC fmds such alien interests in the parent
corporation to be in the public interest, The Company and the Subsidiaries are domestic corporations, and the
Current Stoc:kholders are all United States citizens.

"Must Cany/RelrQlUlfliuiolt Rule." In the past, cable systems were required to carry all broadcast stations
that met the defmition of a "loc:aJ" or "sianificantly" viewed station. These rules were called the "MUSI Carry
Rules." However, the "Must Carry Rules," in the fonn previously adopted by the FCC, were declared r
unconstitutional. Immediltely thereafter, cable systems were not required to carry Ioc:al television station sianals
aDd could shift a station to an undesinble channel position on the cable system. Lelislation recently passed in
Conaress has now established a new version of the "Must Carry Rules." lbe United SlIMs Supreme Court is
currently reviewine a chaUnp to the new "Must Carry Rules." Under diIe rules as enacted, a local television station
had to make an election by June IS, 1993 to: (i) require the appropriate Clble systems to carry said local station; or
(ii) crant the appropriate cable system the authority to rea-smit the broIdc_ silJlal of the local station for a fee.
Even if the Ioc:al station eledl to pant authority to the cable system to reawumit its broIdcast sipal, the cable
system is under no oblilation to carry the local station unless acceptable termS and conditions for said rebroadcast
have been agreed to on or before October S, 1993. If a Sf,Mjon is not carried by a cable system in its area or shifted
to an undesirable channel, the station could experience a decline in viewership which could adversely affect its
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revenues. The Compan~ has approached most of ItS cable s~ stems on a retransmission basis. but on certain out!\ InlZ
cable s~stems. It has elected must carry status. The Company's stations continue to be carried on all of its c'abl~
svstems. and the Company does not believe that its election has resulted in the shIfting of its stations to less
desirable cable channel locations.

S..ndicated Exclusivity/Territorial Exclusrvu)I. The FCC has imposed syndicated exclusivity rules and
expanded eXisting network nonduplication rules. These syndicated exclusivity rules allow local broadcast stations
to command that cable operators black out certain syndicated non-network programming carried on "distant signals"
(i.e .. signals of broadcast stations. including so-called super stations. which serve areas substantially removed from
the cable system's local community). The network non-duplication rules allow local broadcast network affiliates to
require that cable operators black out duplicating network broadcast programming carried on more distant signals.
WTTE and IJIPGH are the only Fox affiliates carried on their respective local cable systems; however. some of the
cable systems which carTy WBFF also carTy the Fox-owned station. Channel 5. in Washington. D.C. This is not in
violation of the FCC syndicated exclusivity rules. However. the carriage of two Fox stations on the same cable
system could result in a decline of viewership adversely affecting the revenues of WBFF.

Financial Interesl/Syndication and Prime Time Access Rules. Previously, financial interest/syndication
("FINiSYN") rules applied to any network and posed various restrictions on its operation and activities. Network
staNS has been considered to exist under these rules when a broadcast company's weekly programming offerings
exceed 15 hours. These rules prohibited networks from engaging in syndication for the sale. licensing, or
distribution of television programs for non-network broadcast exhibition in the United States. Further. these rules
prohibited networks from sharing profits from any syndication and from acquiring any new financial or proprietary
interest in programs of which they are not the sole producer. .

The FCC has recently relaxed the restrictions on current FIN/SYN rules, enabling the major netWorks to
acquire specified amounts and kinds of financial interests in program syndication and to engage in proaram
syndication themselves. The Company cannot predict the effect of these relaxed restrictions under the FrN/SYN
rules on the Company's ability to acquire desirable programming at reasonable prices.

The FCC's prime time access role also places procramminl restrictions on affiliates of "networks." In the
past. this role restricted affiliates of "networks" in the 50 Iqest television markets (as defined by the rule) cenerally
to no more than three houn of network programming durine the four houn of prime rime. All of the Company's
stations are located in the nation's top SO markets.

Recently, the FCC chanled its dermition of "network" to include those entities that deliver more than 15
houn of "prime time pl'Op'llllming" (a tenn dertned in those rules) to affiliates reacbinl 75VI of the nation's
television homes. Under this dermition, Fox and its affiliates, including the Company's stations, are not subject to
the prime time access rule.

OwMrship LimilQlioru. The FCC has adopted a number of rules desiped to prevent monopolies or undue
concentrations of control. In lenenl, no single entity is currently pennitted to own, operate, or have an aaributable
interest in more th. II AM radio stations, II FM radio stations, and 12 television stations. Another FCC rule I
prohibits any entity from acquirifta an additional television station if, after the acquisition, the entity owns television
stations reachina more than 25% ofthe United States television households. Historically, VHF stations have shared
a Iqer part of the market til.. UHF stations. As such, only half of the households in the market area of any UHF
station owned by • entity are included when calculatinl whether an entity rac:hes more than 2514 of the United
States television households. All of the Company's stations are UHf. The FCC also prohibics ownership in the
same geographic area of: (i) television stations and cable systems; (ii) television stations and newspapers; and (iii)
television stations and radio stations in markets below the top 25 or, in Ienerai. which, even if amone the top 25, do
not have at least 30 separate broadcast station owners.
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v.n~n appl:- mg ItS multiple ownership rules. the FCC atmbut~s [he Interest of corporate licensees [0 th~

holders of corporate Interests as follows: (i) any voting stock Interest amounting to 5% or more of the outstanding
votlnlZ stock of the corporate broadcast licensee generally WIll be attributable: (ii) no minority voting stock mterest
will be atmbutable if there is a single holder of more chan 50°'0 of the outstanding voting stock of a corporate
broadcast licensee; and (iii) in general. certain investment companies. insurance companies. and banks holding stock
through their trust departments in trust accounts will be considered to have an attributable interest only if they hold
10°1

0 or more of the outstanding voting stock of a corporate broadcast licensee. Further. corporate officers and
directors and general partners and most limited partners of partnerships may be personally attributed with media
interests of the corporations or partnerships of which they are officers. directors, or partners. The present
stockholders of the Company hold attributable interests in two entities owning media properties, namely: Channel
63. Inc., licensee of a UHF television station in Bloomington, Indiana serving the Indianapolis media market under
the call letters \.VIIB, and Bay Television, Inc., licensee of a UHF television station serving the SI. Petersburg,
Florida market under the call lellers WTTA. Neither station is a Fox affiliate. All of the issued and outstanding
shares of Channel 63. Inc. are owned by the Current Stockholders. All the issued and outstanding shares of Bay
Television. Inc. are owned by the Current Stockholders (75%) and Robert L. Simmons (25%), a former stockholder
of the Company. The Company believes that such holdings will not materially resaict its ability to acquire
television stations or to pursue its strategy of expansion through acquisitions.

RestrictiofU on BroadcQJt Advertising. Advertising of cigarettes and distilled spirits on broadcast stations
has been banned for many years. Congressional committees have recently examined legislation proposals which
may eliminate or severely restrict the advertising of beer and wine. Although no prediction can be made as to
whether any or all of the present proposals will be enacted into law, the elimination of all beer and wine adv~rtising

would have an adverse effect upon the revenues of the Company's television stations. as well as the revenues of
other stations which carry beer and wine advertising.

The FCC has imposed commercial time limilations in children's prosramming punuant to legislation. In
programs designed for viewing by children of 12 years of age and under, commercial maner will be limited to 12
minutes per hour on weekdays and 10.S minutes per bour on weekends. All television sWions will be required to
broadcast some television prolJ'8lU1ling designed to meet the educational and informational needs of children 16
years of age and under. The Company does not believe that these requirements will have a significant impact on the
stations since all of its stations have already limited commercials in such programming.

Programming and O".-atiolt. The Communications Act requires broadcasters to serve the "public
interest." The FCC aradually has relaxed or eliminated many of the more formalized procedures it had developed in
the past to promote the broadcast of certain types of prolJ'llMling responsive to the needs of a station's community
of license. Licensees continue to be required, however, to present prop'lllllDing that is responsive to community
issues, and to maintain certain records demonstrating such responsiveness. Complaints from viewers concerning a
station's programmina often will be considered by the FCC when it evaluates renewal applications of a licensee.
although such complaints may be filed at any time and generally may be considered by the FCC at any time.
Stations also must follow varia. nales promulgated under the Communications Act that reau1ate, among other
things, political advertisina, spoIIIOrship identifications, the advertisement of contests and lotteries, obscene and
indecent broadcasts, and technical operations, includiDg limits on radio frequency radiation. In addition, licensees t
must develop and implement affinnative action propwns designed to promote equal employment opportunities, and
must submit reports to the FCC with respect to these matters on an annual basis and in connection with a renewal
application.

Failure to observe me. or ocher nales and policies can result in the imposition of various sanctions,
includina monetary forfeitures. or me grant of "short" (less than the full five-year) renewal terms or, for particularly
egregious violations, the denial ofa license renewal application or the revocation ofa license.

Proposed Changa. On March 12, 1992, the FCC initiated a proceeding to solicit comment on whether it
should liberalize its radio and television broadcast ownership "ataibution" nales by (i) raising the basic: benchmark
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for attrIbuting o....nership In a corpor:lte licensee from 5°'0 to 10°'0 of the licensee's \ Ollng stock: (il) increasing from
10% to :0% of the licensee's voting stock the attribution benchmark for "passive investors" in corporate licensees:
(iii) broadening the class of investors eligible for "passive Investor" status; and (iv) exempting certain wldel~ -held
limited partnership interests from attribution ....here each individual interest represents an insignificant percentage of
total partnership equity,

The Congress and the FCC have under consideration. and in the future may consider and adopt. new laws.
regulations and policies regarding a wide variety of matters that could affect. directly or indirectly, the operation.
ownership and profitability of the Company's broadcast stations. result in the loss of audience share and advertising
revenues for the Company's broadcast stations. and affect the ability of the Company to acquire additional broadcast
stations or finance such acquisitions. Such mattm include: (i) chances to the license renewal process; (ii)
imposition of spectrum use or other fees on FCC licensees; (iii) the FCC's equal employment opportunity rules and
other maners relating to minority and female involvement in the broadcasting industry; (iv) proposals to change
rules relating to political broadcasting; (v) technical and frequency allOCllion maners; (vi) changes in the FCC's
cross-interest. multiple ownership and cross-ownership policies; (vii) changes to broadcast technical requirements:
(viii) proposals to allow telephone companies to deliver audio and video programming to the home through existing
phone lines; and (ix) proposals to limit the tax deductibility of advertising expenses by advertisers.

The FCC has initiated a Notice of Inquiry proceeding seeking comment on whether the public interest
would be served by establishing limits on the amount of commercia! matter broadcast by television stations. No
prediction can be made at this time as to whether the FCC will impose any limits on commercials at the conclusion'
of its deliberations, or what effect, if any, the imposition of limits on the commercial matter broadcast by television
stations would have upon the Company's operations.

ITEM 2. PROPERTIES

Generally, each of the Company's stations has facilities consisting of offices. studios and tower sites.
Transmitter and tower sites are located to provide maximum sienal coverace oCthe stations' markets. The following
tables generally describe the Company's principal owned and leased real property:

Owned Facilities

W1i'E(I) co ..

W1i'E(I) " ..
WPTI(2) ..

OfficelStudio
Office/Studio
OffiCe/Studio

LnrMigp

Westerville,OH
Westerville.OH
Monroeville. PA

Approx.
Size

(Sq, Fll

14,400
4,300

30.000

(I) This property is owned by WPGH. Inc. and leased to W1TE. Inc.
(2) This property is owned by WPGH. Inc:. and leased to WPTT. Inc.
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l.i.

"pprOl(. Lease
Size E:<plr311on

lewd fJeJiju,Q L:s L.illUQn L4..iw Q.m...Lll

WBFF Office;Studio Baltimore. MO 39.000 0, I~OII

Tower Site fl (Oishi Baltimore. MO S/~ ~i1i201.2

Tower Site _I (Receinf'S1 Baltimore. MO SIll. 6tl.2011
To~er Site -I (Transmltterl....n!ennal Baltimore. MO SfA ~,2 '2007
To~er '2 (Awuliary TransmlrtefiAntennal Baltimore. MD SIll. 3.16,2008
Parkin, LOI Baltimore. MD SIll. 6/6/94

....... ............ " ....... Old Office/Studio Baltimore. MD 13,000 mo to mo.
WPGH............... OffiCe/Studio Pittsburp. PA 2S.491 10/1/2028

Tower Site (Antenna) Pittsbutlh. PA N/A 10/1/2028
WTTE ........... Tower Site (Transmitter/Antenna) Columbus. OH N/A 611/2003

(1) lease expiration date assumes exercise of all renewal optiOns of the Company.

All of the Company's leased facilities. except for the tower site (transmitter/anteMa) for WlTE. are owned
by and leased from affiliated corporations of the Company. All leases are at market rates. and the Company
believes that the duration of each lease is adequate. The WTTE tower site is leased from Ohio State University. All
of the properties leased from affiliates are mortgaged and all such leasehold interests have been assigned under the
Company's bank credit agreement.

The Company believes that its properties. both owned and leased. are in good operating condition. subject
to normal wear and tear. and are suitable and adequate for the Company's current business operations.

Upon consummation of the Proposed Acquisitions. the Company will own tower sites in Binninaham and
Windham Springs. Alabama and an office/studio of approximately 35.000 square feet in Milwaukee. Wisconsin.
These sites in Alabama and Wisconsin may be sold to an affiliate at fair market value and leased bKk to the
Company at market rental rates in accordance with the Company's standard practice. The purpose of such
tnnsae:tions is to eliminate liability and risk to the Company in connection with ownership and maintenance of the
towers and transmitters located on such properties. In addition. the Company will assume the lease of a 9.750
square foot office/studio in Binninlham. Alabama that runs until January 2006. and a tower site in Milwaukee.
Wisconsin that runs until December 1999.

ITEM 3. LEGAL PROCEEDINGS

The Company cumntly and from time to time is involved in litiption incidental to the conduct of its
business. The Company is not a party to any lawsuit or proceeding which. in the opinion of the Company, is likely
to have a material adverse effect on the Company.

ITEM 4. SUBMISSION OF MATl'ERS TO A VOTE OF SECURITY BOLDERS

There were no matters submitted to a vote ofsecurity holders in the fourth quarter of 1993.
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PART II

ITEM S. ~tARKET FOR CO!\tDfON EQllTY A..'\fD RELATED STOCKHOLDER ~IATIERS

There is no established pUblic trading market for the Company's common stock.

ITEM 6. SELECTED FINANCIAL DATA

The selected consolidated financial data for the years ended December J I. 1989, 1991 , 1992 and 1993 and the nme
months ended September 30. 1990 and the three months ended December 31. 1990 have been denved from the audited
Consolidated FinanCIal Statements.

The acquisition by the Company on September 30, 1990 of the stock of Julian S. Smith and Carolyn C. Smith lthe
"Founders' Stock") was accounted for under the "push-down" method of accountinl and a new acc:ounting basis was established
for the Company beginning September 30, 1990. Accordingly, results of operations for periods prior to September 30. 1990 are
not comparable to results for subsequent periods.

The Predcts$$Q[ TbeComplDY

Year Ended
Dec:ember 31.

1919

~ine

\1onths
Ended
Sept. 30
I999(.Kbl

Three
\fo.
Ended Yew Ended
Dec:.lI, December3!
~ 1991ltKdl 1221

(Oollm in thousands)

. l.22l

2S,052 15,176 6,441 25,117
9,913 S,IS6 1,765 11,071

3,725 6,936 1,992 2,093
4,0'2 3.426 1.40Z 8,19'

146 324 ISO S62

(Ill) 3,834 740 (6,240)

(191) 2.3"2 451 (4,660)
(19') 2.3"2 452 (4,660)

Statelltfllt of Operations Data:
Net broadcast n:venues .
Ope...iftl ellpcnses. ellc:ludiftl

deprecillioft and IIIlOrtizllion IIId
spcc:ilJ bonuses to be paid to
ellec:ulive officers .

Deprecillion lIlCIamoniulion (e) .
Spcc:ilJ bonUSlS paid to

ellCC:uUve officers ..
8ro opcrIIiftl income .
Interest expense ..
Intemtlnd ocher income .
Income (loss) befOft (provision)

benefit for income caxes IIId
ellnordilllrY iran .

Net income (loss) befonl
exuaordillllY iran .

Net income (loss) .

S3',690 S27,26. SIO,20:5 S6~,.349 S72..314

31,111 21.690
30,920 22.486

10.000
S,312 11.138

12.997 12.IS2
1,207 2,131

(6,471) 417

(5,219) (S43)
(5,2'9) (8.4S0l

(a) On September 30. 1990. the COIIIJIIftY recleaned all of the Founders' StGdt. The redemption wu accounted for
under the wpush-downwrnechocI of accountinI since ..,pr'Oximllely 73% of dII OUtIIIndinl shim of apital stock
wu purchased and a~t c:ontrolpoup became owner of all of the C-.pany's outsWldinl apital stock.

AlOf
P" , ]I

ImaMl!) 1991fC)(d) .1m
(001111'1 in thousands)

I

241,774
224,646
(12.167)

S139,721
110,659
(3.765)

S149,227
112,303
(3,052)

S7S.l02
S1,210

1.601

S51,IS6
31,020

(793)

The PNdIcasor
AlOf

DIClIIftIler 31.
1990

aalanca SIMet 0...:_
TotallSSetS _ .
Total debt (f) ..
Total stockholders' equity .

"I,
I
j

1
I

I
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,bl On S.:ptembe:r },). I<1QIJ. the: C0mpany mld Channel 63. Inc.. the l)\\ner md 0~.:rator of WIlB. to the Current
SlOckhoiders. The statement of operations. balance sheet and 0ther data subsequent to this date do not Include
JITlounts ,,( Channel 63. fnc and are therefore not comparable to preceding perlOds

(el WPGH. Inc. ac'1IIired the assets of WPGH on August 30. 1991. The statement of operations. balance sheet and
other data prescmed for penods preceding thiS date do not Include JJTlounts ior WPGH and are therefore not
comparable to subsequent periods.

(d) WPTT was sold on August 30. 1991. The statement of operations. balance sheet and other data presented for
periods subsequent to thiS date do not Include amounts for WPTT and arc therefore not comparable co preceding
penods.

(c) ~;atian aM amortization includes amortization of program contrae:t costs and net realizable value
adjusunenu. depreciation and amortization of propcrt)' and equipment. and amortization of acquired intangible
broIdcastinc~ and other assets including amortization of deferred financing costs.

(f) Total debt is defined as long-term debt. net of unamortized discount. and capital lease obligations. including
current portion thereof. and warrants outstanding. The Warrants were purchased by the Company for S10.3S0
during 1993. Included in the 1993 total is SIOO.OOO of Scnior Subordinated Sotes to be redeemed on March 30.
1994.

ITEM 7. Mk~AGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDmON
A."ID RESVLTS OF OPERATIONS

latrod.ctio.

The operating revenues of the Company are derived from local and national advertisers and. to a much
lesser extent, from Fox for the broadcast of ProlflllUllinl and from commercial production. The primary Operatinl
expenses involved iR ownina and operatinl television stations are employee saJiries and commissions. depreciation
and .amortization. prDJrlIII1J11in•• news.atherina. production and promotion.

The COnI.lid.ltd Financial Swemenu reflect an increase in net brodast revenues and operating
expenses before ~iation and amortization fi'om 1990 to 1991. from 1991 to 1992 and ftom. 1992 to 1993. The
primary reason for die increue in net broadcut revenues from 1990 to 1991 was the purchase of television station
WPGH in AUIUIl .991. Excludinl the acquisition of WPGH. the CompMy's revenue arowth was adversely
affected by the reduccion in national and l~ Idvenisinl revenues due to die 1991 economic recession and the
additional impact ofNduced Iocalllld national advenisinl revenues due to die Gulf Wit in early 1991. The IJ'Owtft
of the Company's overall net brwdcast revenues has exceeded the overalllJ'owth of its markets in 1992 and 1993.
These increases can be attributed to the in1l'Oduc:tion of local news prolJ'llftmiDI in the Baltimore market. improved
ratinp due to the contUweclsuccess of Fox Prosnmminlllld an increase in viewership durinl the Monday through
friday 6:00 p.m. to 1:00 p.m. "ftinae" time period. The primary reuon for the increase in 1992 Operatinl expenses
was the additional costs lIIOCiated with the full-year operation of WPGH. Depreciation and amortization and
interest expense inC'rIued ftom 1990 to 1991 and from 1991 to 1992 primarily due to increases in these expenses as t
a result of the acquisition of bodl the founders' Stock and WPGH. These ex,enses decreased from 1992 to 1993
due to reductioa ofaom.ion and repayment of notes payable and comm~ia1 bInk financinl. As a result. the
Company expelilllC:ed net loues before ex1nOI'dinary items of $4.7 million. SS.3 million and SO., million for 1991.
1992 and 1993. Exaardinlry items in 1993 consi.-d of a IIin on the purct.e ofwamnts ofSI.3 million. a loss
on repayment of C~lI'CialbInk debt of S11.0 million. a loss on redemption of Senior Subordinated Notes of S1.1
million and related .. benefits ofS2.9 million.

The pro forma fin1ncial data presented for 1990 reflect the combined results of the predecessor company
for the nine months ended September 30. 1990 IIld the Company for the three months ended December 31. 1990 as

I



sold Channel 63. Inc. ,WlIB) to the Current Stockholders. WPGH was acquIred and \\"PTI·TV in Pirtsbun~h

("WPTT') was sold on August 30. 1991. The statement of operations. balance sheet and other data presented t~r
periods subsequent to the dare of these transactions are therefore not comparable to preceding periods.

Set forth below are the principal types of broadcast revenues received by the Company's stations for the
periods indicated and the percentage contribution of each type to the total gross broadcast revenues.

Yev Epded December 31
1990 1991 1992 1993

(Dollus In thousands)

REvn«JES
LocaIIt'lIlOMI ~eroSln. . SlO.929 53 .... S22.146 4790.. S31.965 466.... S36.516 4'7 .....

Slltonai ~IftISIII'... 17.172 ~I 23.'::90 502 34.994 5I I 39.245 51 .::

SftWoft comllCRMllaa . 205 OJ 346 01 349 oS m 03

Pohncal adveftlSlll' . 296 08 16' 04 61S 10 lSI 02

PnlducftOll .... .-ill ~ ~ -U ~ ~ !U U
OpenDn, revenues .. 31.960 loon 46.436 ~ 61.539~ 76.704 1.2ll..n
0IlMr revenucs ..... ~ ---.J ----ii ----IJ
Adventsln, revenues . 31.960 46.436 61.H5 76.711

!Au: A,ency commiSSIons ... -Uli ~ -Wll1 ~
."dvcmsan, revenues. net .. . 3).379 39.691 58,544 65.422
Barter revenues .. ~ ~ --.!.W .....ull
BroadaIr reVenues. nel $37473 ~ ~ 172m

The Company's primary types of programming and their approximate percentages of 1993 net broadcast
revenues were Fox prime time (17%), children's programming (17%) and other syndicated programming (32%).

The Company's three largest categories of advertisinl for 1993 were automotive, children's and fast food
advertising, accounting for 13.3%, I !.SO/. and 10.2% of the Company's net broadcast revenues, respectively. No
other advertising catqory accounted for more than loe/o of the Company's net broadcast revenues in 1993. No
individual advertiser accounted for more than 5% of any individual station's net broadcast revenues in 1993.

Results ofOperadoBl

real'S Entkd Decembe, J/. /992 and /993

Vgn f ....DamIm 31
1992 199]

PercIftt Percenc
of~ of~

~ Bmwe ~ Bey..
(Collin ill dIousInds)

IIICRIII (Deerelll)
1992 YJ 199]

62.037
5,312

(12,997)

~

Bro__ revenues. I\Ct ~

0pcrIIi"l expclllCS exclud"
dcpRcillion and IIIlOniI.alft
and special bonuIcs pIid to
executive oftlccrl..................... 31.117

Ocprecillioft and ~...... 30.920
Special boctuscs pUi to tUCUtive

oftlecn .
Tocal opera&inae~ .
8ro__ opcfI&iaI incIoIM ..
llIlIeI'IIt CX1lCftIC .
1ntel'CSt IIId odIcr illCCllM ..
Net (l01I) illCOlllC before pro¥iIion

for inc:otnc taxes and eX1nllfdinlry
item ~

(a) Not meaninafUl.

74%

46.2 21.690 39.7 (2,427) (71)
45,9 22.416 31.1 (1,434) (27.3) t

- .wlaQ .w W!l!ll (a)

92.1 61.176 1406 (161) (14)

7.9 11,131 15.4 5,126 109.7
(19.3) (12.152) (17.1) (145) (1.1)

--U ....l.U.l ..J.i -nt ~

{iD JW PAl W» (a)
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Set broadcast re"enues increased from S673 ml1lion for the 199:; to sn.3 mdlion for 1993. or ".4°0. This
increase was due primarily to the continued success of Fox programming with an increase of net broadcasting
revenues of approximately 35% during prime time network programming, an increase in net broadcasting revenues
during the Monday through Friday 6:00 p.m. to 8:00 p.m. "fringe" time period of approximately /50 '0. the change
from survey to metered rating services in Baltimore and Pittsburgh and increased ratings of news programming in
Baltimore. Offsetting these increases was a decline in children's advenising revenue of 10.6% occurring primarily
in the founh quarter of 1993 and decreases in barter revenues of 21.7%. The only rating service available in
Pittsburgh will be a survey rating service beginning in 1994 with the decision by Arbitron to discontinue its national
audience measuring services. Although such a change is likely to counteract the benefits that resulted from a
metered service in Pittsburgh, the Company does not believe that it will have a material adverse impact on the
results of operations of the Company.

Operating expenses, excluding depreciation and amortization and special bonuses, decreased from $3 1.1
million for 1992 to S28.7 million for 1993, or 7.80/0. This decrease was due primarily to a reduction in barter
revenues which had a corresponding decrease in barter expenses. Barter expenses declined $2.0 million from 1992
to 1993. The primary components of this decrease were an increase in Fox children's programming replacing S\.1
million of syndicated barter children's programming and a decline in the value of the Arsenio Hall show and sports
programming of SO.8 million. Additionally, cash operating expenses declined approximately SO.4 million due to
decreases in advenising and production expenses and consulting fees despite increases in sales commissions. As a
percentage of net broadcast revenues, operating expenses declined from 46.2% to 39.7% due to continued cost
controls.

Depreciation and amortization expenses decreased from $30.9 million for 1992 to 522.5 mttlion for'l993,
or 27.3%. This decrease was primarily attributable to net realizable value adjustments of approximately 53.0
million to the WPGH Programminl inventory durinl 1992, the decreased amount of proanm amortization on
WPGH programming of $2.6 million and the decreased amount of amortization on certain acquisition related
intangibles amortized on an accelerated basis.

Broadcast operating income increased from S5.3 million for 1992 to $11.1 million for 1993. The increase
is a result of the aforementioned increases in net broldc:ast revenues, and the decreases in depreciation and
amortization. A special bonus paid to executive officers 0($10.0 million decreased broadcast Operatinl income for
1993. Broadcast operatin, income for 1993, excluding these bonuses. was $21.1 miJlion, a 297.9% increase over
the comparable period for 1992.

[nterest expense decreased from S13.0 million for 1992 to S12.9 million for 1993, or 1.1%. This decrease
was due to lower interest rates and reductions in principal balances of indebtedness resultiq from quarterly
installment payments on the Compllly's tenn loan. and was partially offset by the interest expense relatina to the
Senior Subordinated NOleS held in escrow. Otherwise, the interest expense decrease would have been
approximately 5.8%.

Interest md other iDcome increased from S1.2 million for 1992 to S2.1 million for 1993, or 76.7%,
primarily due to proceeds in excess of carryina value of related life insurance policies. This non-taxable gain was
received in May 1993 and hIS been recorded IS other income.

Net loss before provision for income taxes went from 56.S million for 1992 to a net income of 50.4 million
for 1993. However, durina 1993, the Compuy generated a net income before provision for income taxes.
excluding the special bonuses paid to executive officers. of S10.4 million.

Net loss increased from S5.3 million for 1992 to sa.S million for 1993. or S9."~ primarily due to the
Tecopition of extraordinlry items and payment of the special bonuses to executive officers in 1993. Excluding
these bonuses, the CompillY would have had net income of$1.6 million.
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Years £mid Decr!mber 31. 1991 ,.mJ !99~

Percent Percent
oP'/et of~et

~ Rennues ~ Rcyml!C$
(DolJm in !Jtousands)

Broadcast rc:venues. net ..... ill.ill ~ w.lli ~
Opcrattnl before depreciation

and ImOnlwion ..... 2S.117 SSS 31.117 46.2
Deprecialion and amonlzation 1.I.m lU J.UlQ u.i
Tow OPCrltinl expenses ........... ~ W 6U1l 2ll
Broadcast oPCratinl income 2.093 46 S.JI2 79
Interest expense ............. (8.89S) (196) (12.997) (193)
Interest and other income............. ~ -U --U.Q1 -U
Net (loss) income before provision

for income wees .............. ~ (1)8)% S 16 471> ~

Increase (Decrease I

!99! ~s j<l(P

Percent

~~

S.930 23S
.u.w 710
.WZ1 4H

3.219 1531
4.102 46.1
--2!i 1148

S (231) 3.8%

I
I

1
I

Net broadcast revenues increased from $45.4 million for \991 to $67.3 million for \992. or 48.5%. Net
broadcast revenues in \99\ were negatively impacted by the Gulf War and the poor economic environment during
1991. The increase was primarily due to the inclusion ofa full year of WPGH net advertising revenues compared to.
four months of net advertising revenues in 1991. Further increases in revenues were attributed to a full year of news
programming on WBFF and general improvement in the Company's advertising revenues due to its increased
audience share in Columbus and PittsburJh. Overall gross advertising revenues in the Companyi! three markets
grew 9.5lY. from 1991 to 1992 while the Company's IJ'OSI advertising revenues grew 47.6%, reflecting a significlDt
increase in the Company's market share ofadvertisinl revenues. .

Operating expenses before depreciation and amortization increased from $2'.2 million for 1991 to 531.1
million for 1992, or 23.5lY.. This incrnse is pr;m.ily attributable to the casu resulting from the acquisition of
WPGH on August 30, 1991. The acquisitioD resulted in an increase in the amount of tint- IUD syndicated
programming under contract. This increased propaIIUIIiDl resulted in a I5.'7-10 increase in sellin.. general and
administrative expenses due to higher levels of commissions paid to sales people and a 56.0% increase in barter
expenses.

Depreciation and amortization increased ti'om SI•. I million for 1991 to 530.9 million for 1992, or 11.0%.
Amortization of propam con1rlCt CO!1S mel net reaI__ value adjUSQlleDts were S9.7 million IIld S16.3 million for
1991 and 1992, respectively. The increue iD deprecillallDd amortization was primarily due to the acquisition of
the WPGH assets and increases related to the equipm_ acquired for news proanmminl to be aired on WBFF.
Due to prosramming commitments entered into in 1992, it was determined that net realizable value adjustments
were required for certain propllll contrICtS acquired in cOMection with the WPGH acquisition. Approximately
$3.0 million of chqe5 related to these contnets were iDcluded in amortization of program contract costs and net
realizable value adjustments durinll992.

Broadcasl operatin, income increased from S2.1 million for 1991 to $'.3 million for 1992. or 153.8lY., due
primarily to the inclusion of WPGH for 12 months of operation in 1992 as compared with four months in 1991.

IntereSt expense increased from SI.9 million for 1991 to S13.0 million for 1992, or 46.1%, primarily as a
result ofme higher level ofdebt incurred by the Compmy to acquire WPGH in Aupst 1991.

Net loss before provision for income taxes incrased from 56.2 million in 1991 to 56.S million in 1992, or
3.1%.
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r~(Jrs Ended December 3/, /99(} i Pro Formai und i <)9/

Year Ended Qc;;s:mber 1\
!qQQUI '~Qq~! _

Percs:nt Percent
of'iet of'iet

~ Revenyes ~ ~
mollan 10 thousands I

Increase (Decrease)
1990 H 1991

Percent

CllIDK

Broadcast revenues. net .... Ullli ~ ~ ~ UW
Opcnain. before depreclllion

and IIIlOrtizllion ....... 21.624 57.7 25.117 555 3,563
Deprecillion and amonlzllion ...... .ll12 W .LU11 JU J.2.m
Tolal operllinl expenses ............. :.LW 1U ~ W .J.:U6l
BroadclSt opeminl income ....... 1.670 231 2.093 46 (6.577)
Interest expense .................... (5.761 ) (154) (8.895) (196) (3.134)
Interest and odlcr income.............. 414 .-U ~ -Ll ~
Set (loss) income before prOVIsion

for income taxes , .... , ................ ~ 90·1. ~ (JJ aw. ~
16

165
1518
S02

(159)
544
(8.6

(b)

(a) The 1990 amounts are presented on a pro forma basis to give effect for the acquisition by the Company of the Founders'
Stock as if such transaction had occurred on January I. 1990. The resulting adjusunents provide for additional amortization
of acquired intangible broadcasting assets and interest expense.

(b) Not meaningful.

Net broadcast revenues increased from $37.5 million for 1990 to $45.4 million for 1991, or 21.0%. This
increase was due primarily to the purchase of WPGH in Aupst 1991. Excludina the acquisition of WPGH, the
Company's revenue growth was adversely affected by the reduction in national and local advertising revenues due
to the economic recession and the Gulf War.

Operatinl expen.teS before depreciation and amortization increased &om S21.6 million for 1990 to $25.2
miJIion for 1991, or 16.5%. The main components of the increase in expea.ses were the related expenses of the
newly acquired WPCiH, the start-up cosu of a news department at WBFF and the cost of the move into a new
building and studio in Baltimore.

Depreciation and amortization expenses incteUed from S7.2 million on a pro forma basis for 1990 to S11.1
million for 1991, or 151.1%. This increase is anributable primarily to increued prosnm purchases and acquired
intanaible asset amonization expenses usociated with the acquisition of WPGH, and the increased asset base
available for depreciation as a result of WBFFs new news facilities.

Broadcast operatina income decreased from SI.7 million on a pro forma basis for 1990 to S2.1 million for
1991, or 75.9%, due to the aforementioned increases in operating, amonization and depreciation expenses.

Interest expense increased fiom SS.I million on a pro forma basis for 1990 to SI.9 million for 1991, or r
54.40/., primarily as a result of the hiper level of debt incurred by the Company to acquire WPGH.

Income before provision for income taxes was $3.4 million on a pro forma basis in 1990 as compared to a
net loss before provision for income taxes of $6.2 million for 1991. This chanle was attributable primarily to
increased amortization expense due to the WPGH acquisition.
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Liquidity and Capital Resource!

The capital strUcture of the Company consists of the Company's outstanding long·tenn debt md
stockholders' deficit. The stockholders' deticit consists of common stock. additional paid-in capital and
accumulated deficit. The Company's balance of cash and cash equivalents was S18.0 million at December j 1. 1993.

The Company's primary source of liquidity is cash provided by operations. Cash flow from operations
increased from S5.2 million for 1992 to 516.4 million for 1993. an increase ofSll.2 million. This increase is due
primarily to an increase in broadcast operating income of S5.S million and an accrued payment to a fonner officer
of the Company made in 1992. which was not made in 1993. This increase was offset by capital expenditures of
5528.000. The Company had net proceeds from borroWings of S13.S million. In addition, the Company received
5699.000 in net repayments of loans to officers and affiliates and S1.1 million from proceeds from life insurance
policies. As a result, cash increased by $16.2 million for 1993.

Cash from operations increased from a use of 52.3 million for 1991 to a source of 55.2 million for 1992. an
increase of $7.5 million. This increase was offset by capital expenditures of $426.000. net loans to officers and
affiliates of 5625.000. net debt repayments of$3.7 million and payments on program contracts of510.4 million. As
a result, cash increased by 5443.000 for (992.

Cash from operations decreased from a source of SO.8 million for 1990 to a use of 52.3 million for 1991. a.
decrease ofS3.0 million. Capital expenditures were SI.7 million for 1991. net loans to officers and affiliates were
S544.OOO and payments on program contracts were $4.7 million. The acquisition of WPGHresulted in cash
purchase price payments of S55.0 million, net borrowinp of S45.5 million and issuance of warrants for SII.6
million. As a result, cash decreased by S2.4 million for 1991.

The Company has the rights to air numerous syndicated propvns. As of December 31, 1993. the
Company had commitments totaling 520.4 millioe to acquire future proIJ'IIIl rights into the year 2000. The
Company anticipates that it will incur program con1rlct payments ofapproximlllely S10.6 million in 1994.

From January I, 1991 through December 31, 1993. the Company has invested approximately S2.7 million
ofcapital expenditures in its television stations. The Company anticipateS that its capital expenditures for 1994 will
be approximately 52.3 million, which includes the acquisition of a corporate jet and additional office space in
Columbus, Ohio.

The Company has a S15.0 million RevoIYiD. Credit Facility IIId, as of December 31, 1993, has S'.75
million available under the Revolvin. Credit Facility as a result of an OUIIIIndinlleaer of credit of $6.25 million.
The letter of credit was incurred in connection with the Proposed Acquisitions. The Revolvinl Credit Facility has
interest rate options dependinl on the ratio of debt to broadcast operabnl cash flow. The current options are prime
plus I 112% or LIBOR plus 3""

The Compilly anticiplles that funds froID opcrlbons and fi'om its Revolvinl Credit Facility will be
sufficient to meet its workinl capital. capital expenditures and debt service requirements for the foreseeable future.
However, to the extent such funds are not suffici-. the Company may need to incur additional indebtedness or
refmance existinl indebtedness. The Company's Revolving Credit FlCility, the Indenture and the instruments
governing indebtedness incurred in connection with die Proposed Acquisitions will resaiet such incurrence.

Jacome Taxes

The provision for income lUes for 1993 WII 230.2% of net .... before provision for income taxes.
This 8Dlount was puter than SCIIUfOrY ,.. primarily due to elec:tinl to ..om. aJlacquired inClnlibles over IS
years and the resultinl retroIetive restUmlent of prier year income. A $2.9 million benefit was recorded as pan of
the extraordinary items. The Company elected Section 197 in 1993 under which the previously nondeductible
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good..... 11I amortization relating to the WPGH acquisition is recharacterized as deductible and. along with all other
acquired intangibles. is given a tax life of 15 years. This election resulted in adjustments to ta.xable income for the
years 1988. 1989. 1990. 1991 and 1992. A resulting tax liability of S2.1 million was paid in \-farch 1994. Only
SO.8 million of this liability was recognized as a payable due to loss cam-backs of 569 million available to the
Company. which will result in otTsening refunds in the same tax jurisdictions. The benefit for income taxes for
1992 was 18.4% of the net loss before benefit for income taxes and was due to the non-deductibility of goodWill
expenses and other miscellaneous deductions such as travel and entenainment. The benefit for income taxes for
1991 was ~5.30/0 of the net loss before benefit for income taxes primarily due to non-deductible goodwill
amortization. The benefit due to the deductibility of goodwill amortization (net of a valuation allowance) was
recognized in 1993.

After affecting for these changes the Company had net deferred tax assets of $4.3 million. The Company
believes that this net defelTed asset will be realized through future operating results based on 1993's actual operating
profits and its projection of future years' results.

Seasoaality

The Company's results are subject to seasonal fluctuations which result in higher fourth quarter broadcast
operating income as compared with the fIrSt, second and third quarters. This seasonality is primarily attributable to
increased expenditures by advertisers in anticipation of holiday season spending and an increase in viewership
during this period.

CertaiD Accouatilll Matters

Pursuant to the stock redemption effected in 1990, the Com.,.y issued the $14.2 million Founden' Notes.
The stock redemption was accounted for under the "push-down" method of accountina, as substantially all of the
common stock of the Company became owned by a manaaement controlll'Oup.

The purchase price wu allocatecl based upon the fair value of the assets and liabilities of the Company as
of the date of the redemption and resulted in additional recorded acquired intanlible broIdclStinl assets of $13.8
million. As a result of this. the results of operations of the CompIDy prior to the redemption are not comparable to
results for periods subsequent thereto. Financial information for periods prior to September 30, 1990 is presented as
"predecessor" fmancial information.

The Financial ACCOUDhnl StIIldIrds 80Ird hu issued SFAS No. 106, "Employers' Accountilll for Post
Retirement Benefits Other Than Pensions" and SFAS No. JJ2. "Employen' AccounDn, for Post Employment
Benefits." The Compilly does not offer any benefits of the type covered by these stlDdards. Therefore, the adoption
of these standards will not have a material effect on the Company's results ofoperations or fmancial condition.

(aftatioD

Inflation in recent yean hu not hid a sisniticant implCt on the Compllly's operations, and it is not
expected to mlllrially Idvenely affect the COIIlpilly in the future. unless it increases substantially and the Company
suffers from a negative impKt on the economy in general.

ITEM 8. FINANCIAL STAnMENTS

The fmancial staaements and supplemen*y data of the Com,.y required by this item are filed as exhibits
hereto, are listed under Item 14(a)(l) and (2), and are incorpotWed herein by reference.

- 19-

WASH01A:ELK:e134:1:03123114
18432-5

I



ITE:\19. CHA.'iGES ~ A~D DISAGREE~IE~TS WITH ACCOL~TA.'iTS

~ot applicable.

PART III

ITE)I 10. EXECUTIVE OFFICERS ~'1) DIRECTORS

The executive officers and directors of the Company are as follows:

~ All
David D. Smith( 1) 43

Frederick G. Smith(2).............................................. 44
J. Duncan Smith(2) 40
Robert E. Smith(3)................................................... 30
Basil A. Thomas(3).................................................. 76
David B. Amy.............................. 41

(1) Class Three Director.
(2) Class Two Director.
(3) Class One Director.

IidI
President, Chief Executive Officer. Director and
Chainnan of the Board
Vice President and Director
Secretary and Director
Treasurer and Director
Director
Controller

1

The Board of Directon is divided into three classes: Class One directon serve until May 1994; Class Two
directors serve until May 1996; IIld Class Three directon serve until May 1998. At the expiration.of their
respective terms. directon are elecled to serve for five-ye. terms and until their successors are duly elected and
qualified. Executive officers are appointed by the Board of Directors annually to serve for one-year terms and until
their successors are duly appointed and qualified. David D. Smith. Frederick G. Smith. 1. Duncan Smith and Robert
E. Smith are brothers.

David D. S..tt.. has served as President, Chief Executive Officer and Chairman of the Board since
September 1990. Prior to that, he served as General MInapr of WP1T from 1914, and assumed the fmancial and
engineerinl responsibility for the Company, includinl the conswction of WTI'E in 1984. la 1980, Mr. Smith
founded· Comark Television, Inc.• which applied for IIId WM ,ranted the permit for WPXT-TV in Portland, Maine
and which purchased WOSI·TV in Chauanoop, Tennessee. WPXT-TV was sold ODe year aftll' construction and
WOSI-TV was sold two years aftIr its KqUisition. From 1978 to 1916, Mr. Smith founded aad operated Comark
Communications, Inc., a COlD.,.ay en...ed in the manuficture of hip power trIDSIIlitters for UHF television
stations. His television career bepD with WBFF in Baltimore, where he helped in the construdion of the station
and was in charge of technical maiIlcenance until 1978.

Frederick G. S.~ hu .-ved as Vice President of the Compllly since 1990 and as a Director since 1986.
From prior to September 1911 _I joininl the Company fUll time in 1990, Or. Smith was a surcical dentist
enlaged in priVIle practice and~ employed by Frederick G. Smith, M.S., D.D.S.• P.A., a professional corporation I
ofwhich Or. Smith was the sole otllcer, director and stockholder.

J. D.... S.ida has served as Secretary and I Director of the Company since 1988. Prior to that, he
worked extensively on the construction of WPTT in Pittsbuqh. WTI'E in Columbus, WlIB in Bloominlton and
WTTA in St. Petersburl, as well as on the renovation of the new studio, offices and news ticility for WBFF in
Baltimore.
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Robert E. Smith has served as Tre:lsurer :lnd :1 DIrector of the Company since 1988. Pnor to that. he
served as Program Director at I,\-13FF from 1986. Pnor to that. he :lssisted in the construction of WTTE and v.orked
at Comark Communications. Inc. installing UHF transminers.

Basil A. Thomas has served as a director of the Company since ~ovember 1993. He is of counsel to the
Baltimore law firm of Thomas &: Libowitz. P.A. and has been in the private practice of law since 1983. From 1961
to 1968. Judge Thomas served as an Associate Judge on the Municipal Court of Baltimore City and. from 1968 co
1983. he served as an Associate Judge of the Supreme Bench of Baltimore City. Judge Thomas is a Trustee of che
University of Baltimore and a member of the American Bar Association and the ~aryland State Bar Association.
Judge Thomas graduated from the College of William &: Mary and received his L.L.B. from the University of
Baltimore. Judge Thomas is the father of Steven A. Thomas. a senior attorney and founder of Thomas &: Libowitz.
P.A.• counsel to the Company. During 1993. Thomas &: Libowitz. P.A. billed the Company approximately
$404.000 in fees and expenses for legal services.

David B. Amy has served as Controller of the Company since 1986. Before that, he served as the Business
Manager for WPTI. Prior to joining the Company in 1984. Mr. Amy was an accounting manager of PeM Athletic
Products Company in Pittsburgh. PeMsylvania.

ITEM 11. EXECUTIVE COMPENSATION

The following table sets forth certain infonnation regarding the annual and long-tenn compensation by the
Company for services rendered in all capacities during 1993 by the Chief Executive Officer and' the three other
executive officers of the Company:

SUMMARY COMPENSAnON TABLE

Namcand
Princiga4 Pmitjon

Annual Cpm_Wiga
OtherAMUIJ

Bgn. I) ComDGM'igg<2)
AIJOdlcr

Comgmarjgp<l)

David D. Smith
President and Chief
Executive Offic:er

S225.813 $2.628.615 $ o $ 2.855

Frederic:k G. Smith
Vic:e President

1. Dunc:an Smith
Sec:retary

Robert E. Smith
Treasurer

140.954

140.954

2.500.005

2.527,435

10.117

16,031

8.954

5.573

2,235

2.102 ,
All executive officers IDd

sianific:ant emplo,ees IS

a poup (8 pcrsoas).......... 1.204.762 10.471.196 45.984 31.101

(I) Bonll5eS 1ft paid in lCCordince with the Executive Bonus Plan c:onsistent with past pnctic:cs. A sp:c:ial bonus of SIO
million was paid to the offic:ers of the Company in 1993.

(2) Other annuaJ compensation c:onsists of inc:ome for pcnonal use of Company-lased automobiles.
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